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SENATE BI LL 5489

St ate of WAshi ngt on 59th Legislature 2005 Regul ar Sessi on

By Senators Regala, Schm dt, Fraser, Delvin, Rasnussen, MAuliffe,
Rockefeller and Kohl-Wlles; by request of Select Committee on
Pensi on Policy

Read first time 01/26/2005. Referred to Commttee on Ways & Means.

AN ACT Relating to purchasing service credit in plan 2 and plan 3
of the teachers' retirenent system for public education experience
performed as a teacher in a public school in another state or with the
federal governnent; adding new sections to chapter 41.32 RCW and
provi ding an effective date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 41.32 RCW
under the subchapter heading "plan 2" to read as foll ows:

(1) An active nmenber who has conpleted a m nimum of five years of
creditable service in the teachers' retirenment system may, upon witten
application to the departnent, nmake a one-tine purchase of up to seven
years of service credit for public education experience outside the
Washi ngton state retirenent system subject to the followng
limtations:

(a) The public education experience being clainmd nust have been
performed as a teacher in a public school in another state or with the
f ederal governnent;

(b) The public education experience being clainmd nust have been
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covered by a retirenent or pension plan provided by a state or
political subdivision of a state, or by the federal governnent;

(c) The nmenmber is not currently receiving a benefit or currently
eligible to receive an unreduced retirenent benefit froma retirenent
or pension plan of a state or political subdivision of a state or the
federal government that includes the service credit to be purchased,

(d) The nenber has | ess than ten years of creditable service in the
retirement system and

(e) The purchase will not result in the purchase of service credit
years that exceed the nenber's total years of creditable service in the
retirement systemat the tine of purchase.

(2) The service credit purchased shall be nmenbership service, and
may be used to qualify the nmenber for retirenent.

(3) The nenber shall pay the product of the sum of the enpl oyer and
enpl oyee contribution rates multiplied by the nenber's annualized
salary at the time of purchase and further nultiplied by the tota
nunber of years of service credit to be purchased, plus conpounded
interest for the period for which the service credit is purchased at a
rate equal to the investnment rate of return assunption set forth in
chapter 41.45 RCW Conpounded interest shall be applied to each year
of service credit purchased as follows: No interest for the first
year, one years' interest for the second year, tw years' interest for
the third year, three years' interest for the fourth year, four years
interest for the fifth year, five years' interest for the sixth year,
and six years' interest for the seventh year. The applicable enpl oyer
and enpl oyee contribution rates shall be based on the nenber's age at
entry into the retirenent system and cal cul ated under the entry age
nor mal cost nethod.

(4) The nmenber nmay pay all or part of the cost of the service
credit to be purchased wth a lunp sum paynment, eligible rollover,
direct rollover, or trustee-to-trustee transfer from an eligible
retirement plan. The departnent shall adopt rules to ensure that al
lump sum paynents, rol |l overs, and transfers <conply wth the
requi renents of the internal revenue code and regul ati ons adopted by
the internal revenue service. The rules adopted by the departnent may
condition the acceptance of a rollover or transfer from another plan on
the receipt of information necessary to enable the departnment to
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determne the eligibility of any transferred funds for tax-free
roll over treatnment or other treatnment under federal inconme tax |aw.

(5) The enployer may pay all or a portion of the nenber's cost of
the service credit purchased under this section.

NEW SECTION. Sec. 2. A new section is added to chapter 41.32 RCW
under the subchapter heading "plan 3" to read as foll ows:

(1) An active nmenber who has conpleted a m nimum of five years of
creditable service in the teachers' retirenment system may, upon witten
application to the departnent, nmake a one-tine purchase of up to seven
years of service credit for public education experience outside the
Washi ngton state retirenent system subject to the followng
limtations:

(a) The public education experience being clainmd nust have been
performed as a teacher in a public school in another state or with the
f ederal governnent;

(b) The public education experience being clainmd nust have been
covered by a retirenent or pension plan provided by a state or
political subdivision of a state, or by the federal governnent;

(c) The nmenmber is not currently receiving a benefit or currently
eligible to receive an unreduced retirenent benefit froma retirenent
or pension plan of a state or political subdivision of a state or the
federal government that includes the service credit to be purchased,

(d) The nenber has |ess than ten years of creditable service in the
retirement system and

(e) The purchase will not result in the purchase of service credit
years that exceed the nenber's total years of creditable service in the
retirement systemat the tine of purchase.

(2) The service credit purchased shall be nmenbership service, and
may be used to qualify the nmenber for retirenent.

(3) The nenber shall pay the product of the enployer contribution
rate multiplied by the nenber's annualized salary at the time of
purchase and further multiplied by the total nunber of years of service
credit to be purchased, plus conpounded interest for the period for
which the service credit is purchased at a rate equal to the investnent
rate of return assunption set forth in chapter 41.45 RCW Conpounded
interest shall be applied to each year of service credit purchased as
follows: No interest for the first year, one years' interest for the
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second year, two years' interest for the third year, three years'

interest for the fourth year, four years' interest for the fifth year,

five years' interest for the sixth year, and six years' interest for

the seventh year. The total anmount paid by the nenber shall be deened
a contribution on behalf of the enployer for the purpose of RCW
41. 32.867, and shall not be refundable. The applicable enployer

contribution rate shall be based on the nmenber's age at entry into the
retirement system and calculated under the entry age normal cost

met hod.

(4) The nmenber nmay pay all or part of the cost of the service
credit to be purchased wth a lunp sum paynent, eligible rollover,
direct rollover, or trustee-to-trustee transfer from an eligible
retirement plan. The departnent shall adopt rules to ensure that al
lump sum paynents, roll overs, and transfers <conply wth the
requirenents of the internal revenue code and regul ati ons adopted by
the internal revenue service. The rules adopted by the departnent may
condition the acceptance of a rollover or transfer from another plan on
the receipt of information necessary to enable the departnent to
determine the eligibility of any transferred funds for tax-free
rollover treatnment or other treatnment under federal inconme tax |aw.

(5) The enployer may pay all or a portion of the nenber's cost of
the service credit purchased under this section.

NEW SECTION. Sec. 3. This act takes effect January 1, 2006.

~-- END ---
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